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(c) Electronic disclosures. For an appli-
cation that is accessed by the con-
sumer in electronic form, the disclo-
sures required by paragraph (b) of this
section may be provided to the con-
sumer in electronic form on or with the
application.

[Reg. Z, 52 FR 48670, Dec. 24, 1987; 53 FR 467,
Jan. 7, 1988, as amended at 61 FR 49246, Sept.
19, 1996; 62 FR 63443, Dec. 1, 1997; 72 FR 63474,
Nov. 9, 2007]

EFFECTIVE DATE NOTE: At 73 FR 44600,
July 30, 2008, §226.19 was amended by revising
the heading and paragraph (a)(l), effective
Oct. 1, 2009. For the convenience of the user,
the revised text is set forth as follows:

§226.19 Certain mortgage and variable-rate
transactions.

(a) Mortgage transactions subject to RESPA—
(1)) Time of disclosures. In a mortgage trans-
action subject to the Real Estate Settlement
Procedures Act (12 U.S.C. 2601 et seq.) that is
secured by the consumer’s principal dwell-
ing, other than a home equity line of credit
subject to §226.5b, the creditor shall make
good faith estimates of the disclosures re-
quired by §226.18 before consummation, or
shall deliver or place them in the mail not
later than three business days after the cred-
itor receives the consumer’s written applica-
tion, whichever is earlier.

(ii) Imposition of fees. Except as provided in
paragraph (a)(1)(iii) of this section, neither a
creditor nor any other person may impose a
fee on the consumer in connection with the
consumer’s application for a mortgage trans-
action subject to paragraph (a)(1)(i) of this
section before the consumer has received the
disclosures required by paragraph (a)(1)(i) of
this section. If the disclosures are mailed to
the consumer, the consumer is considered to
have received them three business days after
they are mailed.

(iii) Exception to fee restriction. A creditor
or other person may impose a fee for obtain-
ing the consumer’s credit history before the
consumer has received the disclosures re-
quired by paragraph (a)(1)(i) of this section,
provided the fee is bona fide and reasonable
in amount.

* * * * *

§226.20 Subsequent
quirements.

(a) Refinancings. A refinancing occurs
when an existing obligation that was
subject to this subpart is satisfied and
replaced by a new obligation under-
taken by the same consumer. A refi-
nancing is a new transaction requiring
new disclosures to the consumer. The

disclosure re-

§226.20

new finance charge shall include any
unearned portion of the old finance
charge that is not credited to the exist-
ing obligation. The following shall not
be treated as a refinancing:

(1) A renewal of a single payment ob-
ligation with no change in the original
terms.

(2) A reduction in the annual percent-
age rate with a corresponding change
in the payment schedule.

(3) An agreement involving a court
proceeding.

(4) A change in the payment schedule
or a change in collateral requirements
as a result of the consumer’s default or
delinquency, unless the rate is in-
creased, or the new amount financed
exceeds the unpaid balance plus earned
finance charge and premiums for con-
tinuation of insurance of the types de-
scribed in §226.4(d).

(5) The renewal of optional insurance
purchased by the consumer and added
to an existing transaction, if disclo-
sures relating to the initial purchase
were provided as required by this sub-
part.

(b) Assumptions. An assumption oc-
curs when a creditor expressly agrees
in writing with a subsequent consumer
to accept that consumer as a primary
obligor on an existing residential mort-
gage transaction. Before the assump-
tion occurs, the creditor shall make
new disclosures to the subsequent con-
sumer, based on the remaining obliga-
tion. If the finance charge originally
imposed on the existing obligation was
an add-on or discount finance charge,
the creditor need only disclose:

(1) The unpaid balance of the obliga-
tion assumed.

(2) The total charges imposed by the
creditor in connection with the as-
sumption.

(3) The information required to be
disclosed under §226.18(k), (1), (m), and
).

(4) The annual percentage rate origi-
nally imposed on the obligation.

(56) The payment schedule under
§226.18(g) and the total of payments
under §226.18(h) based on the remaining
obligation.
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(c) Variable-rate adjustments. 45¢ An ad-
justment to the interest rate with or
without a corresponding adjustment to
the payment in a variable-rate trans-
action subject to §226.19(b) is an event
requiring new disclosures to the con-
sumer. At least once each year during
which an interest rate adjustment is
implemented without an accompanying
payment change, and at least 25, but no
more than 120, calendar days before a
payment at a new level is due, the fol-
lowing disclosures, as applicable, must
be delivered or placed in the mail:

(1) The current and prior interest
rates.

(2) The index values upon which the
current and prior interest rates are
based.

(3) The extent to which the creditor
has foregone any increase in the inter-
est rate.

(4) The contractual effects of the ad-
justment, including the payment due
after the adjustment is made, and a
statement of the loan balance.

(6) The payment, if different from
that referred to in paragraph (c)(4) of
this section, that would be required to
fully amortize the loan at the new in-
terest rate over the remainder of the
loan term.

[46 FR 20892, Apr. 7, 1981, as amended at 52
FR 48671, Dec. 24, 1987]

§226.21 Treatment of credit balances.

When a credit balance in excess of $1
is created in connection with a trans-
action (through transmittal of funds to
a creditor in excess of the total balance
due on an account, through rebates of
unearned finance charges or insurance
premiums, or through amounts other-
wise owed to or held for the benefit of
a consumer), the creditor shall:

(a) Credit the amount of the credit
balance to the consumer’s account;

(b) Refund any part of the remaining
credit balance, upon the written re-
quest of the consumer; and

(c) Make a good faith effort to refund
to the consumer by cash, check, or
money order, or credit to a deposit ac-

45c Information provided in accordance with
variable-rate subsequent disclosure regula-
tions of other federal agencies may be sub-
stituted for the disclosure required by para-
graph (c¢) of this section.
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count of the consumer, any part of the
credit balance remaining in the ac-
count for more than 6 months, except
that no further action is required if the
consumer’s current location is not
known to the creditor and cannot be
traced through the consumer’s last
known address or telephone number.

§226.22 Determination of annual per-
centage rate.

(a) Accuracy of annual percentage rate.
(1) The annual percentage rate is a
measure of the cost of credit, expressed
as a yearly rate, that relates the
amount and timing of value received
by the consumer to the amount and
timing of payments made. The annual
percentage rate shall be determined in
accordance with either the actuarial
method or the United States Rule
method. Explanations, equations and
instructions for determining the an-
nual percentage rate in accordance
with the actuarial method are set forth
in appendix J to this regulation.45d

(2) As a general rule, the annual per-
centage rate shall be considered accu-
rate if it is not more than ¥ of 1 per-
centage point above or below the an-
nual percentage rate determined in ac-
cordance with paragraph (a)(1) of this
section.

(3) In an irregular transaction, the
annual percentage rate shall be consid-
ered accurate if it is not more than V4
of 1 percentage point above or below
the annual percentage rate determined
in accordance with paragraph (a)(1) of
this section.46

(4) Mortgage loans. If the annual per-
centage rate disclosed in a transaction
secured by real property or a dwelling

45d An error in disclosure of the annual per-

centage rate or finance charge shall not, in
itself, be considered a violation of this regu-
lation if: (1) The error resulted from a cor-
responding error in a calculation tool used in
good faith by the creditor; and (2) upon dis-
covery of the error, the creditor promptly
discontinues use of that calculation tool for
disclosure purposes and notifies the Board in
writing of the error in the calculation tool.

46 For purposes of paragraph (a)(3) of this
section, an irregular transaction is one that
includes one or more of the following fea-
tures: multiple advances, irregular payment
periods, or irregular payment amounts
(other than an irregular first period or an ir-
regular first or final payment).
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